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Independent Auditors' Report 

The Honorable M ayor and City Council 
City of Harahan, Louisiana: 

W e have audited the general purpose financial statem en ts of the City of Harahan , Louisian a, as of and for the 
year ended December 31, 2002, as listed in the accompan ying table of contents. These general purpose 
financial statements are the responsibility of the City 's managem en t. Our responsibility is to express an 
opinion on these general purpose financial statem ents based on our audit. 

W e conducted our audit in accordance with auditing standards generally accepted in the United States of 
America an d Government Auditing Standards, issued by the Comptroller General of the United States. 
Those stan dards require that we plan and perform  the audit to obtain reasonable assur ance about whether th e 
general purpose finan cial statements are free of material misstatem ent. An audit includes examinin g, on a 
test basis, evidence supporting the amounts an d disclosur es in the general purpose finan cial statem ents. An 
audit also includes assessing the accounting principles used and significant estim ates made by management, 
as well as evaluating the overall financial statement presentation. W e believe that our  audit provides a 
reasonable basis for our opinion. 

In our opinion, th e general purpose financial statements referred to above present fairly, in all ma terial 
respects, the finan cial position of the City of Harahan , Louisian a, as of December 31, 2002, and the results of 
its operations an d the cash flows of its of its proprietary fun d type for the year then ended in conformity with 
accoun ting principles gen erally accepted in the United States of Am erica. 

In accordance with Government Auditing Standards, we have also issued our  report dated M ay 6, 2003 on 
our consideration of City 's internal control over financial reporting an d on our  tests of its compliance with 
certain provisions of laws, regulations, contracts, an d grants. Th at report is an integral part of an  audit 
perfbrmed in accordance with Government Auditing Standards and should be read in conjun ction with this 
report in considering the results of our audit. 

Th e accompanying finan cial inform ation listed in the table of contents is presented for purposes of additional 
an alysis an d is not a required part of the general purpose finan cial statements of the City of Harahan , 
Louisiana. Such information has been subjected to the auditing procedures applied in the audit of the general 
purpose financial statements an d, in our opinion, is fairly stated in all m aterial respects in relation to the 
general purpose financial statements, taken as a whole. 

M etairie, Louisiana 
M ay 6, 2003 

2324 Severn Avenue. Suite A Metakie. LA 70001 Tel: 504.837.5990 Fax: 504.834.3609 
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CITY OF HARAH AN, LOUISIANA 

Statements of Revenues, Expenses and Changes in Retained Earnings - 
Proprietary Fund Type - Enterprise Fund 

Operating revenues: 
Charges for services 

Years ended December 31, 2002 an d 2001 

Total operating revenues 

Supplies, m aintenan ce and repairs 
Depreciation 

Total operating expenses 

Operating loss 

N on-operating revenue: 
Property taxes 
Interest income 

Loss before transfers in 

Transfers in 

Net loss 

Add depreciation on contributed fixed assets (note 10) 

Increase (decrease) in retained earnings 

Retained earnings at beginning of year 

Retained earnings at end of year 

See accompanying notes to general purpose finan cial statements 

2002 2001 

372,221 

372,221 

336,744 
119,434 
105.103 

(189,060) 

48,981 
463 

(139,616) 

68.000 

373.032 

373.032 

320,709 
325,603 
105.103 

751.415 

(378,383) 

47,394 
2,810 

(328,179) 

(71,616) (328,179) 

83,661 80,995 

12,045 (247,184) 

168,087 415,271 

180,132 168,087 



CITY OF H ARAHAN, LOUISIANA 

Statem ents of Cash Flows - 
Proprietary Fund Type - Enterprise Fun d 

Years ended Decem ber 31, 2002 and 2001 

Cash flows from operating activities: 
Cash received from customers 
Cash paid to suppliers of goods or services 

Net cash used in operating activities 

Cash flows from investing activities: 
Interest received 

Net cash provided by investing activities 

Cash flows from capital related financing activities: 
Paym ent on loan 

Net cash used in capital financing activities 

Cash flows from non-capital financing activities: 
Taxes received 
Transfer in from general fund 

Net cash provided by non-capita l finan cing activities 

Net decrease in cas h 

Cash at beginning of year 

Cash at end of year 

2002 2001 

365,968 

(437,223) 
(71,255) 

463 

(50,000) 
(5O,OOO) 

48,981 
68,000 

116,981 

(3,811) 
4,304 

$ 493 

381,938 
(395,944) 
(14,006) 

2,809 

2,809
,, 

(50,000l 
(50,0o0~ 

47,394 

47,394 

(13,803) 
18,107 

4,304 

The reconciliation of operating loss to net cash used in operating activities for file years 
ended December 31, 2002 an d 2001 is as follows: 

2002 2001 
Operating loss 

Adjustments to reconcile operating loss to 
net cash used in operating activities: 
Depreciation 
Decrease (increase) in accounts receivable 
Decrease in due from other funds 
Increase (decrease) in accounts payable and 
accrued expenses 

Net cash used in operating activities 

See accompanying notes to general purp ose financial statem ents 
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$ (189,060) 

105,103 
(6,253) 
20,021 

(1,066~ 
$ (71,255~ 

(378,383) 

105,103 
8,906 
44,207 

206,I61 

(14,006L 



CITY OF HARAHAN , LOUISIANA 

Notes to General Purpose Financial Statements 

December 31, 2002 

(1) Summary of Significant Accounting Policies 

The City of Harahan, Louisian a (the City) was incorporated under the provisions of the State of 
Louisiana Lawrason Act in 1920 as a village with a population then of 500 people an d an area of 2.1 
square miles. It was classified as a city in 1953 with a population of over 10,000 people. The City's 
current population is approximately 9,885 people. 

The City's f'mancial statements include the accounts of all City operations. The City's operations 
include police and fire protection, waste collection, parks, recreation, public works an d general 
administrative services. In addition, the City owns and operates a local sewer system . 

Th e accoun ting policies of the City conform to accounting principles generally accepted in the United 
States of America as applicable to governm ental units. Th e following is a summ ary of th e more 
significant policies: 

Th e City's general purpose finan cial statements include operations of all activities over which the 
City exercises oversight responsibility. Oversight responsibility is demonstrated through 
financial interdep enden cy, selection of governing authority, ability to significantly influence 
operations, and accoun tability for fiscal matters and, as such, the City is a rep orting en tity . 

For financial reporting purposes, the City includes all funds an d accoun t groups that are 
controlled by or dep endent on the M ayor an d the City 's Council. 

(b) Basis of Presentation - Fund Accounting 
Th e accoun ts of the City are organ ized on the basis of funds or account groups, each of which is 
considered a separate accounting en tity . Th e operations of each fired are accoun ted for with a 
separate set of self-balancing accounts that comprise its assets, liabilities, fun d equity , revenues, 
an d expendi~_res or expenses, as appropriate. Governm ent resources are allocated to and 
accounted for in individual fimds based upon the purposes for which they are to be spen t an d the 
mean s by which spen ding activities are controlled. 

The operations of the City are recorded in the following fund types an d accoun t gr oups 

Governm ental Fun d Types 

Govern mental funds are used to account for the City's expen dable financial resources and related 
liabilities (except those accoun ted for in proprietary funds). The measurement focus is based 
upon the determination of changes in financial position. Th e followi ng are the City's 
governmen tal fixnd types. 

General Fun d - Th is fun d is the general operating fund of the City. It is used to accoun t for 
all financial resources except those required to be accoun ted for in an other fun d. 

7 (Continued) 



CITY OF HARAH AN, LOUISIANA 

Notes to General Purpose Financial Statem ents 

December 31, 2002 

Debt Service Funds - These funds are used to account for the accumulation of resources 
for, and the payment of, general long-term  debt principal, interest an d related costs. 

Capital Prol'ects Funds - These funds are used to account for Financial resour ces to be used 
for the acquisition or construction of major capital facilities (other than those fmanced by 
Proprietary Funds). 

Pr oprietary Fun d Type 

Pr oprietary funds are used to accoun t for activities th at ar e sim ilar  to those foun d in th e private 
sector. The measurement focus is based upon the determ ination of net income and capital 
maintenance. The City's sole proprietary fun d is Sewerage District No. 1 (the District), an 
enterprise fund. 

Enterprise Fun d - This fund is used to accoun t for operations of the District where: (a) it is 
finan ced and operated in a manner similar to a private business enterprise, and (b) the 
periodic determination of net incom e is appropriate. 

Accoun t Groups 

General Fixed Assets Account Gr oup - This account group is used to accoun t for all fixed 
assets of the City, other than those accoun ted for in the City's proprietary fund, the District. 

General Long-Term  Debt Accoun t Gr oup - Th is accoun t gr oup is used to accoun t for all 
long-term  obligations of the City except those accoun ted for in the City's proprietary fund, 
th e District. 

(c) Basis of Accounting 
Basis of accoun ting refers to the timin g of when  revenues an d expenditures or expenses are 
recognized in the accoun ts and reported in the accompan ying general purpose finan cial 
statem ents. 

All governmental funds are accoun ted for using a current finan cial resources measuremen t 
focus. W ith this measurem ent focus, only current assets and current liabilities generally are 
included on the general purpose balan ce sheet. Operating statements of th ese fi.mds present 
increases (i.e., revenues and other financing sources) and decreases (i.e., expenditures and other 
finan cing uses) in net current assets. 

Specifically, governm ental funds are accoun ted for using the modified accrual basis of 
accoun ting. Th eir revenues are recogn ized when they become measur able an d available as net 
current assets. Expenditures are generally recognized as a liability when incurred. Principal an d 
interest on general long-term  debt is recogn ized when due. 

8 (Continued) 



CITY OF HARAHAN, LOUISIANA 

Notes to General Purpose Financial Statem ents 

December 31, 2002 

The proprietary  fund is accounted for on a flow of econom ic resources measurem ent focus
. 

W ith th is m easurem ent focus, all assets and all liabilities associated with the operation of these 
funds are included on the accompanying general purpose balan ce sheet. Fun d equity (i.e., net 
total assets) is segregated into contributed capital an d retained earnings components. 
Proprietary fund-type operating statements present increases (e.g., revenues) and decreases (e.g., 
expenses) in net total assets. 

The City 's proprietary fund applies all applicable FASB pronoun cements issued on or before 
November 30, 1989 in accoun ting for its operations un less those pronouncements conflict with 
or con~'adict GASB pronouncem en ts. 

Encumbran ce accoun ting, un der which purchase orders, contracts, and other comrmtments are 
recorded, is employed by the General Fund an d Capital Projects Funds. Encumbrances 
outstanding at year en d are reported as reservations of fired balances because they do not 
constitute expenditures or liabilities. As m aterials are subsequently received and construction 
contracts are executed, liabilities ar e recorded and the related encum brances are liquidated. 

Cash 

Cash includes am oun ts on hand and on deposit at financial institu tions. 

General Fixed Assets 

Gen eral fixed assets are recorded as expen dihwes in the governmental funds an d capitalized at 
cost in the general fixed assets accoun t group. Certain im provements such as roads, bridges, 
cur bs and gutters, streets and sidewalks, drainage systems an d lighting system s are not 
capitalized. Such assets are normally imm ovable an d of value only to the City. Contributed 
fixed assets are recorded at their estimated fair values at the tim e received. 

Depreciation is not provided on general fixed assets. Asset acquisitions with a cost gr eater than 
$1,000 are included in the gen eral fixed assets accoun t group. 

(g) Proper~, Plant and Equipment - Proprietary Fund 

Property, plant and equipment used by the proprietary fi.md is stated at cost. Contributed assets 
are recorded at fair market value at the tim e received. Net interest costs are capitalized on 
projects during the construction period. Depreciation is provided using the straight-line method 

9 (Continued) 



CITY OF HAR AH AN , LO UISIA NA 

Notes to General Purpose Financial Statements 

December 31, 2002 

over the estim ated useful lives. Depreciation on assets acquired through contributions is 
charged to contribute capital. 

(h) Accrued Vacation 

The City's policy permits employees to accum ulate a limited am ount of earned but unused 
vacation ben efits. Benefits are accrued in the period they are earned. Accum ulation of vacatien  
time is dependent upon the number of pay periods an employee works, and their length of 
employm en t. For all employees below 5 years of employment, the City allows a 1/2 day of 
vacation time per pay period (2 weeks). For employees between 5 and 10 years of employm ent, 
the City allows 5/8 day of vacation tim e per pay period. For employees with over 10 years of 
employment, 3/4 day of vacation tim e per pay period is earned. Earned vacation time may be 
carried forward, not to exceed 90 days of earned vacation time, Accrued vacation pay is 
recorded in the gen eral fund. 

(i) FuttdEqui~ 
Reserved fund balance an d retained earnings indicate th at a portion of fund equity legally is 
segregated for specific purposes. Designated fired balan ce indicates that portion of fund equity 
for which the City has made tentative plan s. 

09 Total Columns 
Total colum ns on the combined statements are captioned M em oran dum Only to indicate that 
they are presented only to facilitate financial analysis. Data in these columns do not present 
finan cial position or results of operations in conformify with accoun ting principles generally 
accepted in the United States of Am erica. Neith er is such data comparable to a consolidation. 
Interfund eliminations have not been made in the aggr egation of this data. 

(k) Comparative Data 

Comparative total data for the prior year have been  presented in the general purpose finan cial 
statements in order to provide an un derstan ding of changes in the City's finan cial position an d 
operations. However, comparative data (i.e., presentation of prior year totals by fund type) have 
not been presented in each of the statements since their inclusion would make th e statem en ts 
un duly complex and difficult to read. 

(1) Use of Estimates 
The preparation of finan cial statements in conformity with accoun ting principles generally 
accepted in the United States of Am erica requires man agem ent to m ake estimates and 
assumptions that affect the reported am oun ts of assets an d liabilities an d disclosure of 
contingen t assets and liabilities at the date of the fin an cial statem ents an d th e reported amoun ts 
of revenue an d expen ditures during the period. Actual results could differ from  those estim ates. 

(2) Budgetary Procedures and Budgetary Accounting 
The City's procedur es in establishing the budgetary data included in the general purpose financial 
statemen ts are as follows: 

10 



CITY OF HARAHAN, LOUISIA NA 

Notes to General Purpose Financial Statements 

December 31, 2002 

(1) Prior to December 1, the M ayor submits to the City's Council a proposed operating line item 
budget for the fiscal year comm encing the following January 1. The operating budget includes 
proposed expenditures and th e means of financing them . 

(2) Public hearings are conducted in the City to obtain taxpayer comments 

(3) Prior to January 1, the budget is legally adopted through passage of an appropriation ordinan ce 
by the Coun cil. 

(4) The City Coun cil must approve tran sfers of budgeted amoun ts between line items within a 
departm ent and an y revisions that alter the total expenditures of an y fund or dep artmen t. 

(5) Formal budgetary integration is employed as a man agement control device during the year for 
the Gen eral an d Special Reven ue Fun ds. Form al budgetary integration is not employed for Debt 
Service Funds because effective budgetary control is alternatively achieved through general 
obligation bond inden ture provisions. Project-length finan cial plan s are adopted for the Capital 
Project Funds and are used as an  expenditure control device. 

(6) The budgets for the General and Special Revenue Fun ds are adopted on a basis consistent wi th 
accoun ting principles generally accepted in the United States of America (GAAP). All 
un encumbered and un expen ded appropriations lapse at year end. 

(7) As required by state law, when  actual revenues wi thin a fun d are failing to meet estimated 
annual budgeted revenue by five percent or more, and/or actu al expenditures within a fired are 
exceeding estimated budgeted expenditures by five percent or m ore, a budget am en dm ent to 
reflect such chan ges is adopted in an  open m eeting. 

(3) Cash 
At December 31, 2002, the City has $1,342,109 in dem an d deposits at tw o local banks. 

At December 31, 2002, cash is entirely insured or collateralized with securities held by a mutually 
acceptable third-party financial institution in the City's name, which is the lowest credit risk as defined 
by th e Governmen tal Accoun ting Standards Board. Th e bank balan ces and collateralization for deposit 
at Decem ber 3 i, 2002 ar e as follows: 

Total bank balan ces 

Federal deposit insurance 
Pledged securities 

Total collateral 

Excess collateral 

104,418 
1.459.024 

Louisiana Revi sed Statu tes auth orize the City to invest in United States bonds, treasury notes, 
certificates or other obligations of th e United States of Am erica, or tim e certificates of deposit of state 
banks organ ized un der Louisiana laws and national banks having principal offices in the State. 

(Continued) 



CITY OF HA RAltAN, LOUISIANA 

Notes to General Purpose Financial Statements 

December 31, 2002 

(4) Property Tax 
Property taxes on real and personal property are levied by the City as an enforceable lien on the 
property as of Jan uary 1; the taxes are payable on December 1, and are delinquent on January 1. 

The assessed value of th e property is deterrmned by th e Jefferson Parish assessor's office. The 
assessed value at Jan uary 1, 2002, upon which th e 2002 levies were based, was $50,549,100. The 
combined 2002 tax rate was $14.72 per $1,000 of assessed valuation. Of this amount, $13.71 was 
available for general operations and $1.01 was available for sewerage operations an d maintenance. 

(5) Property, Plant and Equipment 
A summary of changes in general fixed assets is as follows 

Lan d, lan d improvem ent an d 
buildings 

Tran sportation equipm ent 
Other equipment 
Furniture and fixtures 
Comp~ ereqmpm en t 

January 1, 
2002 A dditions 

$ 1,429,346 
1,336,901 
551,308 
25,253 
70,255 

6,052 

27,878 

$ 3,413,063 33,930 

Deletions 
D ecem ber31, 

2002 

1,435,398 
1,336,901 
579,186 
25,253 
70,255 

3,446,993 

A summary of chan ges in proprietary fired type property, plant an d equipmen t is as follows 

January 1, 
2002 Additions 

Land $ 7,121 
Rights of way 6,606 
Sewerage collection system 3,858,719 
Sewer age treatm ent plan t 1,090,632 
Vehicles 26,230 

Total asset cost 
Less:Accumulated 
depreciation 

4,989,308 

1.725.776 105,103 

Net assets $ 3,263,532 105.103 

Deletions 
D ecem ber31, 

2002 

7,121 
6,606 

3,858,719 
1,090,632 

26,230 

4,989,308 

1,830,879 

3.158,429 

Pr oprietary  fund type fixed assets are depreciated using the following useful lives: sewer collection 
system - 20-75 years, sewer treatm ent plant - 10-50 years, an d vehicles - 5 year s. 

12 (Continued) 



CITY OF HA RAHA N , LOUISIA NA 

Notes to General Purpose Financial Statem en ts 

December 31, 2002 

(6) General Obligation Bonds, Capital Leases, and Loan Payable 

The following is a summary of gen eral obligation bond chan ges 

January I, Decem ber 31, 
2002 Additions R etirem ents 2002 

Gen eral Long-Term Debt 
1999 Sales Tax Refunding 
Bonds $ 3,625,000 85.000 

Th e City is subject to the Municipal Finan ce Law of the State of Louisian a, which limits the amount 
of net bonded debt (exclusive of revenue and special assessment bonds) the City may have 
outstanding to 10 percent of the assessed valuation. The statutory debt limit an d the am ount 
available for general obligation borrowing as of December 31, 2002 is $5,054,910. 

Sales tax refunding an d improvemen t bonds, payable at December 31, 2002, are comprised of th e 

following: 

$3,750,000 1999 Sales Tax Refunding an d Public 
Improvement Bonds due in month ly installments ran ging 
from $90,000 to $275,000 including interest through 
Jun e I, 2024, at various interest rates 

The annual requirem ents to am ortize all debt outstanding as of Decem ber 31, 2002, including in terest 

payments of $2,762,921 are as follows: 

July 15 
2003 
2004 
2005 
2006 
2007 
2008-2012 
2013-2017 
2018-2022 
2023-2024 

Principal 

$ 90,000 
95,000 
95,000 
100,000 
105,000 
625,000 
810,000 

1,085,000 
535.000 

$ 3,540,000 

13 

Interest Total 

200,608 
196,259 
191,699 
186,920 
181,820 
818,115 
617,535 
336,873 
33.092 

290,608 
291,259 
286,699 
286,920 
286,820 

1,443,115 
1,427,535 
1,421,873 
568.092 

2,762,921 6,302,921 

(Continued) 



CITY OF HA RAHA N, LOUISIANA 

Notes to General Purpose Financial Statements 

December 31, 2002 

The indentures under which these bonds were issued provide for the establishm ent of debt service funds 

Th e City is in compliance with this debt covenant at December 31, 2002 

During 1998, th e City en tered into a capital lease for the purchase of police cars wi th  principal 
payments beginning in 1999. Included in public safety police are principal paym ents of $42,746 and 
interest payments of $4,208 that were paid during 2002. Lease terms, at an interest rate of 5.8% , are 
as follows: 

Jan uary 1 
2003 
2904 

July 15, 
2003 
2004 
2005 
2006 
2007 

2008-2009 

Principal 

45,293 
3.894 

49.187 

$ 41,878 
44,379 
47,028 
49,835 
52,811 
115,268 

351.199 

Interest Total 

1,661 
19 

1.680 

20,967 
18,466 
15,817 
13,010 
10,034 
10.422 

88.716 

46,954 
3.913 

50.867 

62,845 
62,845 
62,845 
62,845 
62,845 
125.690 

Total principal payable for both capital leases as of December 31, 2002 was $400,386 

14 (Continued) 



e) 

CITY OF HARAHAN, LOUISIANA 

Notes to General Purpose Financial Statem ents 

Decem ber 3I, 2002 

Dtn-ing 2000, the City entered into a long-term agreement with the man agement compan y 
administering the Sewer Fund to provide for capital and maintenance improvemen ts. In return, the 
City committed the Sewer Fund to repay a maximum of $500,000 to the managemen t company 
without an y stated interest. Construction services provi ded as of December 31, 2002 totaled 
$500,000. Principal payments of $50,000 were made during the year ended December 31, 2002. As 
of December 31, 2002, the total paym en ts due un der this agr eemen t, including imputed interest, were 
$350,000, payable in installments of $50,000 annually through 2009. 

(7) Equity 
Desianated Fun d Balance - Canital Proiects - This 
im provem ents. 

am oun t has been designated for future capital 

Contributed Capital - City of Harahan - This am ount includes contributions by the City, property 
owners and federal grantors to the District less previously accumulated depreciation on th e related 
im provem en ts. 

(8) Interfund Balances 
In divi dual fun d interfun d receivable an d payable balances as of December 31, 2002 were as follows 

Gen eral Fund 
Special Revenue Fund 
Debt Service Fun d 
Capital Projects Fund 
Enterprise Fun d - Sew era ge District 

15 

Due from  
other funds 

327,449 

25,651 

353.100 

Due to 
other funds 

25,651 
200,985 
126,451 

13 

353.100 

(Continued) 



(9) Pension Plans 

a.) 

CITY O F H ARA H AN, LOUISIANA 

Notes to General Purpose Financial Statem ents 

December 31, 2002 

Plan members are required to contribute 7.5% of the annual covered salary and the City is required to 
contribute 9.0% . The contribution requirements of the plan members and the City are established 
an d may be amended by the M PERS Board of Trustees in accordance with state statute. The City 's 
con~ bution for the years ended December 31, 2002, 2001, and 2000 were $48,459, $53,593, and 
$56,550, respectively, equal to the required contributions for each year. 

b.) 

The City contributes for firefighting personnel, to the Louisian a Firefighters' Retirement Plan , a cost 
sharing multiple employer defined benefit plan  adm inistered by the Louisian a Firefighters' 
Retirement System (LFRS). LFRS provides retirement, death, and disability benefts in accordan ce 
with state statutes. LFRS issues a publicly available financial report that includes finan cial 
statem ents an d required supplem entary inform ation for th e Plan . Th at report m ay be obtained by 
wzrjt;~g to Louisian a FJrefigbters' Retirement System , 3100 Bren lwood Drive, Baton Rouge, 
Louisian a, 70809. 

Funding Policy 

Plan  members are required to contribute 8.0% of the annual salary an d the City is required to 
contribute 9.0% . Effective December 1, 2002, the City is required to contribute 18.25% . The 
contribution requirements of the plan members an d the City ar e established and may be amended by 
LFRS Board of Tru stees in accordan ce with state statu te. Th e City's contributions for the year s 
ended December 31, 2002, 2001, an d 2000 were $16,976, $13,794, and $14,436, respectively, equal 
to the required contributions for each year . 

Other City employees are not covered by a pension plan . 

16 (Continued) 



CITY OF H ARAHAN, LOUISIANA 

Notes to General Purpose Financial Statem ents 

December 31, 2002 

(10) Contributed Capital 
An analysis of contributed capital follows 

Property owners 
City of Harahan 
Federal gran ts 

Contributed 
capital 

January 1, 
2002 Additions 

$ 401,039 
1,751,445 
350.661 

Depreciation 

14,122 
55,029 
14,510 

83.661 

Contributed 
Capital 

Decem ber 31, 
2002 

386,917 
1,696,416 
336.151 

(11) Contingencies 

The City is a defendant in several lawsuits. Dam ages are generally covered by insurance less 
deductible for risks retained by the City . The City does not expect any ma terial adverse impact relating 
to these suits in excess of amounts currently accrued. 

(12) Upcoming Pronouncements 
The City will be adopting GASB Statement No. 34, Basic Financial Statements and M anagement's 
Discussion and Analysis - for State and Local Governments, in the 2004 fiscal year. Th e financial 
statements presentation will change an d adjustments are anticipated. 
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CITY OF HARAHAN, LOUISIANA 

Assets 
Cash and cash equivalents 
Accounts receivable 

Liabilities and Fund Equity 

Liabilities: 
Payables - 
Due to other fun ds 

Combining Balance Sheets 

Debt Service Fun ds 

Decem ber 31, 2002 

$ 36,797 
139,118 

Schedule 1 

1999 
R eserve Total 

291,831 328,628 
139,118 

$ 175,915 291,831 467,746 

573 

Fun d equity - fun d balan ce - 
Reserved for debt service 50,037 291,258 341,295 

Total fund equi ty 50,037
. 

291~258 341,295 
. 

$ 175,915 291,831 . 
467,746 

See accom panying independent auditors' report. 



CITY OF HARAHAN, LO UISIANA 
Schedule 2 

Combining Statem ent of Revenues, Expen ditures and Chan ges in Fund Balances 

Debt Service Fun ds 

Revenues - 
Interest incom e 

Total revenues 

Expenditures: 
Debt service: 
Redemption of bonds 
Inter est an d fiscal charges 

Year ended December 31, 2002 

1999 

Sinking 

629 

1999 
Reserve Total 

629 4,331 4,960 

85,000 
205,146 

Total expenditures 290,146 

85,000 
205,146 

Excess (deficiency) of rev enues 
over expenditures (289,517) 4,331 (285~186) 

Other finan cing sources (uses) 
Operating transfers in 
Operating tran sfers out 

Total other finan cing sources (uses) 
Excess of reven ues an d other 
sources over expen ditures 
an d oth er uses 

Fun d balan ces at beginning of year 

Fun dbalances at en d of year 

See accom panying independent auditors' report. 

548,524 

(209,017) 
548,524 

(209,778) 

339,507 (761) 338,746 

49,990 3,570 53,560 

47 287,688 287,735 

$ 50,037 291,258 341,295 



CITY OF HARAH AN, LOUISIANA 

Combining Balance Sheets 

Assets 
Cash and cash equivalents 
Due from  other funds 

Liabilities and Fund Equity 

Liabilities: 
Payables - 
Trade an d other 

Total liabilities 

Capital Projects Funds 

December 31, 2002 

1989 
Capital 

Projects 

$ 68,562 
25,651 

1999 
Capital 

Projects 

Schedule 3 

Total 

18,503 87,065 
25,651 

$ 94,213 18,503 112,716 

$ 1,198 

1,198 

Fund equity - fund balan ce - 
Designated for capital projects 93,015 18,503 111,518 

Total fund equity 93,015 18,503 111,518 

$ 94,213 18,503 112,716 

See accom panying independent auditors' report. 
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CITY OF HARAHAN, LOUISIANA 

Combining Statement of Revenues, Expenditures and Chan ges in Fund Balances 

Revenues - 
Interest incom e 

Expenditures - 
Capital outlay 

Deficien cy of revenues 
over expenditures 

Other financing sources (uses) - 
Opera ting transfers in 
Operating tran sfers out 

Capital Projects Funds 

Year ended Decem ber 31, 2002 

Total other fin ancing sources (uses) 

1989 
Capital 

Pro~ects 

$ 1,971 

81,560 

1999 
Capital 

Pr~eeta 

Schedule 4 

Total 

1,002 2,973 

125.079 206,639 

137,170 

(68,000) 

69.170 

137,170 

(68,000) 

69.170 

Deficiency of revenues an d other 
sources over expenditures (10,419) (124,077) (134,496) 

Fun d balances at beginning of year 

Fund balan ces at end of year 

103,434 142,580 246.014 

$ 93,015 18,503 111,518 

See accompanying indepen dent auditors' report. 



CITY OF H ARAH AN, LOUISIANA 

Schedule of Compensation Paid to Councilmen 

Peter Dale 
Paul Johnston 
Kerry Lauricella 
Bryan St. Cyr 
Tim W alker 
Louis Butler 

Year ended December 31, 2002 

See accom pan ying independent auditors' report. 

$ 5,933 
6,456 
6,120 
6,120 
6,120 
510 

$ 31,259 

Schedule 5 



Postlethw aite &  N etterville 
A Professional Accounling Corporation 

Associated Offices in Principal Cities of the United States 

www.pnepa.com 

REPORT ON COM PLIANCE AND ON INTERNAL CONTROL OVER FINAN CIAL  
RE PORTIN G BASED ON AN AUD IT OF FINANCIA L STATEM ENTS PERFORM ED IN 

ACCORDAN CE W ITH GO VERNM EN TA UDITIN G STAN DARDS 

The Honorable M ayor and City Council 
City of Harahan , Louisiana: 

We have audited the financial statements of City of Harahan, Louisiana (the City) as of and for the year 
ended December 31, 2002, an d have issued our report thereon dated M ay 6, 2003. W e conducted our 
audit in accordan ce with auditing stan dards generally accepted in the United States of America an d the 
stan dards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. 

Com pliance 

As part of obtaining reasonable assur an ce about whether the City's financial statements are free of 
m aterial m isstatem ent, we perform ed tests of its compliance with certain provisions of laws, regulations, 
contracts and grants, noncomplian ce with which could have a direct and material effect on th e 
determination of finan cial statement amoun ts. However, provi ding an opinion on compliance with those 
provisions was not an objective of our audit an d, accordingly, we do not express such an opinion. The 
results of our  tests disclosed no in stance of noncompliance th at is required to be reported under 
Govern ment Auditing Standards excep t as disclosed in the attached Appendix A. 

Internal Control Over Finan cial Ren ortin~ 

In planning and performing our  audit, we considered th e City's internal control over financial reporting 
in order to determine our  auditing procedur es for th e purpose of expressing our  opinion on th e finan cial 
statem ents an d not to provi de assur ance on th e internal control over  financial reporting. Our 
consideration of th e internal control over finan cial reporting would not necessarily disclose all matters in 
th e internal control over finan cial rep orting that might be material weaknesses. A m aterial weakness is a 
condition in which th e design or operation of one or more of the internal control components does not 
reduce to a relatively low level the risk that misstatements in am ounts th at would be m aterial in relation 
to the finan cial statem ents being audited may occur an d not be detected within a timely period by 
employees in the normal course of perform ing their assign ed functions. W e noted no matters involving 
the internal control over financial reporting an d its operation th at we consider to be m aterial weaknesses. 
However, we noted oth er m atters involving internal control over  finan cial reporting that we reported to 
man agement of the City in a separate letter dated M ay 6, 2003. 
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This report is intended solely for the inform ation and use of the Council, managem ent and the State of 
Louisiana Legislative Auditor's Offi ce and is not intended to be and should not be used by anyone other 

than these specified parties. 

M etairie, Louisiana 
M ay 6, 2003 



City of H arahan, Louisiana 

Schedule of Findings and Questioned Costs 

D ecem ber 31, 2002 

Appendix A 

Criteria: The Revised Statutes (LA. Rev. Stat. 8:2212) require the contracts in excess of $15,000 
shall be advertised and let by contract to the lowest responsible bidder; no public work shall be done 
an d no such purchase shall be made except as provided in the public bid statutes. In addition, 
purchases between $7,500 an d $15,000 shall be ma de by obtaining no less than  three telephone or 
facsim ile quotations. 

Condition: During 2002, the City acquired police equipment for $18,696, fire equipment for 
$18,074, sewer equipment for $18,630, an d concrete work for $21,619. Th ese purchases were 
executed without compliance with th e public bid requirem ents. 

Questioned Cost: None. 

Effect: Property was acquired by the City without public bid. 

Recommendation: City officials should comply with the public bid requirements 

M anagement's Response: The City wi ll require all departments to follow the public bid law when 
making purchases. This requirem ent will be controlled through th e pur chase order  procedur e. 

Criteria: Th e State of Louisian a (LA Rev Stat. 39:1310) requires a budget amendment to be adopted 
when  the total actu al expen ditures an d oth er  uses, within a fund, exceed the total budgeted 
expen ditures an d other uses by five percent or more. 

Effect: Actual expenditures exceeded budgeted expenditures by $618,379 or 18% 

Recommendation: City offi cials should review the actual revenue and expenditure activity 
throughout the year to monitor complian ce wi th the 5% varian ce requirem ents of state budget taw. 

M anagement's Response: City Offi cials have implemented a line item budget for each department. 
Pur chases are monitored on a daily basis. The M ayor and Council are furnished copies of revenues 
an d expenditures each month. Budget amendm en ts will be m ade when a departmen t has exceeded 
the 5%  variance requirem ents. 



City of H arahan, Louisiana 

Schedule of Prior Year Findings and Questioned Costs 

December 31, 2002 

Findin~ 01-! - Long Term  O bligations/Public Bid Re~luirem ents 

Questioned Cost: The City paid $191,122 in 2001 

Appendix B 

Effect: Property acquired by the City was acquired without public bid and an obligation was incurred 
without Bond Comnnssion Approval. 

Recommendation: City offi cials should provide a legal review before approving large tran sactions to 
ensure compliance with  state law requirem ents. 

M anagement's Response: The City agrees with th e recomm endation and will comply with the bid 
laws an d Bond Commission approval before any major projects are performed. 

Status: The City wi ll foUow the requirements placed upon it by the Bond commission an d the 
Public Bid law . 

Criteria: The State of Louisiana (LA Rev Star. 39:1225) requires that except for any fun ds secured 
by the FDIC, one hundred percent of the flmds on deposit at each depositing authority (bank) be 
secured by the depositing authority at all times. 

Condition: On Decem ber 6, 2001, Regions Bank reduced the collateral it was holding for the City. 
In addition, the City received an increased amount of cash in the final two weeks of December 2001 
due to the paym ents received on property tax bilIs mailed out in the first week of December 2001. 

Questioned Cost: None. 

Effect: At December 31,200I, the City has $276,836 oftmsecured deposits wi th Regions Bank. 
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01-2 - 

City of H arahan, Louisiana 

Appendix B (continued) 

Schedule of Prior Year Findings and Questioned Costs 

December 31, 2002 

u 

Recommendation: City offi cials should monitor the amount of security on deposit with Regions 
Bank on a daily basis. 

M anagement's Response: The City agrees with the recom m endation. Regions Bank set up a new 
computerized system  in February 2002 to prevent this problem  from  happen ing again . The City is 
fully collateralized and wi ll monitor this closely. 

Status: The cash fimds of the City have been fully collateralized since February 2002. 

01-3 - 

Criteria: Th e bond indenture agreemen t requires the City to maintain in the reserve fund a cash 
balan ce equal to th e combin ed principal an d interest paym en ts for an y succeedin g bond year. Th e 
cash balan ce required at December 31, 2001 was $291,259. 

Condition: At December 31, 2001, the cash balance in the Reserve Fund was $287,688 

Questioned Cost: None 

Effect: Th e cash balance in the Reserve Fund was not sufficien t to fund the annual principal an d 
interest paym en ts of the debt service fund. 

Recommendation: The City should maintain a cash balan ce in the reserve fund in the amount 
required by th e bond inden ture agr eement. 

M anagement's Response: Th e problem  has been  corrected an d th e City now ma intain s a balan ce of 
$291,259 in th e Reserve Fun d. Th e City is in complian ce wi th the bond requirem en t. 

Status: Th e City resolved the issue during 2002. At December 31, 2002, the reserve fund cash 
balance exceeds required levels. 
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M ay 6, 2003 

The City Council 
City of Harahan, Louisiana: 

Ladies and Gentlemen: 

Postlethw aite &  N etterville 
A Professional Accounling Corporaf~on 

Associated Offices in Principal Cities of the United Smte~ 

www.pncpa.cam 

W e have audited the finan cial statements of the City of Harahan (the City) as of and for the year ended 
December 31, 2002 and have issued our report thereon dated M ay 6, 2003. In planning and performing 
our  audit of the financial statements of the City, we considered the City 's internal control in order to 
determine our  auditing procedures for the purpose of expressing our opinion on finan cial statem en ts an d 
not to provide assur an ce on internal control. W e have not considered th e internal control since the date 
of our  report. 

During oar  audit we noted certain matter s involving internal control and oth er operational matters that 
are presented for discussion. These commen ts and recommendations, all of which have been discussed 
with the appropriate members of managemen t, are inten ded to improve the internal control structure or 
result in other operating effi ciencies an d are listed in Appendix A to this report. 

Our audit procedur es are designed prim arily to enable us to form  an  opinion on th e finan cial statements 
and, therefore, may not bring to light all weaknesses in policies and procedures that may exist. W e aim , 
however , to use our  knowledge of the City's organ ization gained during our  work to make comm ents and 
suggestions that we hope will be useful to you. The status of comments from the prior years is included 
in Appendix B. Certain of tthese comments are in progress. 

W e would be pleased to discuss these comm ents and recomm endations with you at an y time 

Th is report is inten ded solely for the information and use of the Council, m an agem ent an d the State of 
Louisiana Legislative Auditor's Office and is not intended to be an d should not be used by anyone other 
than  these specified parties. 

Very truly yours, 

2324 Severn Avenue. Suite A Metairie. LA 70001 Tel: 504.837.5990 Fax: 504.834.3609 



No comments for the current year 

CURRENT YEAR COM M ENTS 

Appendix A 



STATUS OF PRIOR YEAR COM M ENTS 

Item  2001.1: M onitoring of Sewer Fund Repairs and M aintenance Expenditures 

Appendix B 

The City is making payment on the PSG repairs and maintenan ce invoices without docum entation of the 
review by the City's maintenan ce director, who is familiar with the work being performed by PSG . In 
addition, the supporting documentation attached to the invoice from PSG is not subjected to the same 
control procedures as other invoices paid by the City. 

The City should improve documentation of the monitoring of the repairs and maintenan ce expenditures 
an d approval of th e repairs and maintenan ce invoices from  PSG. The City should also request the actual 
invoices paid by PSG as additional supporting docum en tation for paym ent of the repairs and maintenance 
invoices by the City. 

M anagem ent Response: 

Th e M ayor an d M aintenance Director work very 
repairs an d mainten an ce for sewer related items. 

Mayor for minor/major repair items. 

closely with  the PSG Plant M an ager with respect to 
Th e PSG Plant M an ager obtains approval from the 

The City will request from PSG actu al copies of invoices to support th e recap of repairs an d maintenan ce 
billed to the City . The City's M aintenance Director and Comptroller wiI1 review them carefully to ensure 
the work was approved an d perform ed properly. 

Status: 

Th e City is implementing a schedule of invoicing from PSG. Th e plant man ager will not make 
major/minor rep airs wi thout permission from the Mayor. 

Item  2001.2: Timeliness of Sewer Fund Rep airs and M aintenance Invoices 

Repairs and ma inten an ce to the Sewer facilities are provided by PSG, under the term s of PSG's contract, 
and billed to the City. The invoice from  PSG for the rep airs and ma intenance perform ed from M arch 
1999 to February 2000 was not received by the City until July 2001. The invoice from PSG for the 
repairs and maintenance performed from M arch 2000 to February 2001 was not received by th e City un til 
December 2001. As of the date of this letter, the City has not received the invoice for the work 
perform ed from M arch 2001 to Febru ary 2002; however, the City has accrued an  estim ated am oun t. 

Th e City should require PSG to submit the invoices in a more timely manner 

M anagem ent Response: 

Per PSG, there were some internal problem s in the compan y causing the bills not to be sent out on a 
tim ely basis. PSG is working on th e problem and feels th e invoices will be out in a m ore tim ely fashion. 

The City wi ll commun icate to PSG that we need tim ely invoices. 



Status 

STATUS OF PRIOR YEAR COM M ENTS 

Appendix B (continued) 

The City is establishing a procedure where PSG will furnish copies of invoices in a timely m anner 

2001.3: Sewer Fnn d Repairs and M aintenance Expenditures 

Th e City , through its contract with PSG, performs repairs to sewer lines for businesses located within the 
City. The City currently bears the cost of these repairs even when some of the problems may be caused 

by a business. 

Th e City should review its policies an d procedures and consider requiring reim bursem en t from 

businesses for sewer line repairs resulting from their actions. 

M anagem ent response: 

Th e City wi ll review its policy and procedures on reimbursement of sewer repairs by businesses that 
caused the repair, ff feasible, the City wi ll require reimbur sement from these businesses for the repairs. 

Status: 

The City has reviewed its policies and procedur es regarding reimbur sement by businesses for sewer 
repairs. Reim bur sem ent, when  possible, wi ll be required. 

Item  2001.4: Cash Flow Analysis of Sewer Fund 

Th e Sewer fund has incurred significant repairs and maintenan ce expenditures during 2001 which caused 
a net operating loss of $324,070. The cash balances, equity balan ces, and cash flows from operations as 
of December 31, 1999, 2000, an d 2001 are indicated below : 

1999 
2000 
2001 

Cash 

$108,555 
$18,107 
$4,304 

Equity Cash flow from Operations 

$2,919,288 
$2,930,221 
$2,608,961 

$4,082 
($45,053) 
$33,388 

At December 31, 2001, the Sewer fund has $214,351 in accoun ts payable for repairs an d mainten ance 

expenditures due to PSG and US Filter. 

Th e City should prepare a budget an d cash flow projection for the Sewer fund for the next two years to 
determ ine th e future cash requirements of the Sewer fund. W ith only $4,304 in cash at December 31, 
2001, the City should assess the cash flow requirements of the Sewer fund immediately. 
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STATUS OF PRIOR YEAR COM M ENTS 

Appendix B (continued) 

M anagem ent response: 

The City will prepare a budget and cash flow projection for the Sewer Fund for the next two years to 
determ ine its cash needs. If necessary after the analysis, fees wi ll be increased to improve its cash flow. 

Status: 

The City is analyzing the Sewer Fund. A means to improve and increase the cash flow is being proposed. 

Item  2001.5: Budget Process 

Th e City does issue periodic budget updates during the year. Subsequent to year end, the City issued a 
final budget. To better ensure compliance with State of Louisiana Revised Statutes, we recomm end that 

the final budget for a fiscal year be issued prior to the en d of the fiscal year. 

M anagem ent response: 

The final budget for future fiscal years will be completed before year-en d in order to comply with State 

of Louisian a Revi sed Statu es. 

Status: 

Th e City is implementing ways to complete the final budget before year en d. 

Item  2001.6: Documen tation of BidProcess 

Th e City incurs capital expenditures using vendors approved through the State of Louisiana bid process 
or oth er local governm ental bid processes. W hen using other local governm en tal agency contracts, the 
City should maintain support for the amount paid in the file. Th e City should ensur e that th e 
docum entation attached to th e invoice includes the contract number issued by the State of Louisian a or 

other local govem men tal agency. 

M anagem ent response: 

Th e City will require a copy of the state contract or other local govern ment agreement with the purchase 
order before an invoice is paid. A mem o will be issued to all department heads. 

Status: 

Th e City has implemented a procedur e where state contract or other local governmen t agreements are 

attached to an invoice before it is paid. 
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STATUS OF PRIOR YEAR COM M ENTS 

Item  1999.1: Fixed Assets 

Appendix B (continued) 

The City has equipment, vehicles and building components that comprise the majority of its fixed assets. 
The City does not have a formal system for tracking, tagging and annually observing the existence of 
such item s. 

Th e City engaged external assistan ce to perform an inventory of fixed assets, tag the assets, and develop 
a tracking system. This project will be complete by the end 2002. 

Status: 

Implemen ted in 2002 and will be updated yearly 

Item  1999.2: Reporting M odel Chan ges 

After years of study an d consideration of the needs of users of governm ent fm an ciaJ statem ents
, the 

Governmental Accoun ting Standards Board (GASB) issued its revolutionary new reporting model in 
June 1999, The new model dramatically changes th e presentation of governments' external financial 

statements. In the GASB's view, the objective of the new model is to enhan ce the clarity and usefulness 
of government finan cial statem ents to the citizenry, oversight bodies, investors an d creditors. It wi ll 
substantially affect the Board's financial data accum ulation and financial statement presentation 
processes. Som e of the key aspects of the changes follow : 

Management's Discussion and Analysis (MD&A) - A comprehensive MD&A will now be included as 
required supplementary information. The M D&A will introduce the finan cial statem ents by presenting 
an an alysis of the governm ent's financial perform ance for the year  an d its financial position at year-end. 
Th e MD &A will be in addition to th e tran smittal letter currently required for Govern ment Finance 

Officers Association (GFOA) award candidates, such as your Board, but we expect that the GFOA wi ll 
make changes in their requirements so as to avoid any duplication between the tw o docum ents. 

Statement of Activities - Governments will now be required to use a "net program cost" form at for the 
entity-wide statem ents instead of a traditional operating statement. Th is new format groups revenues and 

expenses by functional categories (such as public safety, public works, etc.). The purpose of the new 
statem ent is to inform readers about the cost of specific functions an d the exten t to which they are 
finan ced with program revenues or general revenues of the government (such as tax revenues). 
Governm ent s will have the option of reporting both direct an d indirect program costs. 
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STATUS OF PRIOR YEAR COM M ENTS 

Appendix B (continued) 

Capital Contributions - Capital contributions to enterprise funds would be reported as nonoperafing 

revenues (rather than direct additions to equity); governments would no longer report contributed capital 
equity accounts. This change would recognize all contributed resources-including gran ts, tap fees, an d 
developer contributions-consistently in enterlm se fund operating statements. It also would eliminate the 
confusion caused by rep orting negative retained earnings (offset) by large contributed capital balances. 

The effective date of th e new pronoun cement will require implem entation by th e Board for its year 
en ding December 31, 2004. Th e magnitude of these changes an d th e tim e required to prepare for 
implementation should not be un derestimated. W e recomm end that the Board begin to look at its 
systems and processes to ensure that th e required information will be available to ensure tim ely 
implementation. W e recomm end th at the Board consider the cost of required chan ges to its systems and 
processes to ensure availability of necessary funds in its upcomi ng budget and also consider identifying 
training progr am s for key staff m embers to attend. 

M anagem ent response: 

The inventory of fixed assets is part of th e compliance with  GASB 34. Th e comptroller will use th e 
outside auditors to help wi th  the complian ce on th e Rep orting M odel Changes. 

Status 

The City has completed the inventory of fixed assets during 2002. The City will use the outside auditors 
to assist with the Rep orting M odel Chan ges. 
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